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CHEBOYGAN AIRPORT AUTHORITY  
MANAGEMENT’S DISCUSSION AND ANALYSIS  

 
 
The following Management Discussion and Analysis (MD & A) of the Cheboygan 
Airport Authority’s activities is intended to provide an overview of the Authority’s 
financial condition.  The information contained in this MD & A should be considered in 
conjunction with the statement of net assets; the statement of revenue, expenses and 
changes in net assets; the statement of cash flows and other information contained in this 
report.  
 
 
Operatio nal Overview  
 
Co-managers now manage the Airport and each works half time.  The total salary is 
$36,000.  
 
The State Airport Development Loan was paid off during the year.  The original loan 
amount was $10,000.  
 
Fuel sales have decreased from 2003 to 2004.  We believe that the self-service system 
will eventually improve sales.  
 
Two pilots have set up their business at the Airport to offer aircraft maintenance and 
inspection services, charter services, flight training and other aircraft services.  This 
should increase air traffic and fuel sales.  
 
Grant money was expended during 2004 to correct and improve drainage, purchase a new 
pick up with a plow and a New Holland diesel tractor.  Grant funds for 2003 were 90% 
Federal, 5% State and 5% local match.  In 2004, the grant money was 95%, 2.5% and 
2.5%.  Because grant funding is recognized as current revenue, however, the assets listed 
above are written off over a long period of time.  There is an increase in net assets during 
2004.   
 
The Airport needs ongoing support from local municipalities to meet all financial 
obligations.  Though it is an independent Authority, it is dependent on the City and 
County of Cheboygan.  We are very grateful for this continued support.  
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CHEBOYGAN AIRPORT AUTHORITY  
MANAGEMENT’S  DISCUSSION AND ANALYSIS  

 
 
Financial Position Summary 
 
A condensed summary of the Authority’s statement of net assets for the years ended 
December 31 is presented below: 
 
   2004 2003 
ASSETS:  
 Current  $     39,247 $     28,920 
 Non-Current    1,400,031    1,254,403  
 
TOTAL ASSETS $1,439,278  $1,283,323  
 
LIABILITIES:  
 Current  $     37,457 $     24,562 
 Non-Current         59,224        64,055 
 
TOTAL LIABILITIES  $     96,681 $    88,617 
 
NET ASSETS $1,342,597  $1,194,706  
 
 
Summary of Changes in Net Assets  
 
A condensed summary of the Authority’s changes in net assets for the years ended 
December 31 is presented below: 
 
   2004 2003 
 
Operating Revenue  $ 106,088  $ 106,344  
 
Cost of Sales     48,520     42,097 
  
Operating Expense    162,341    181,383  
 
Operating Loss (104,773) (117,136)  
 
 
 



  5     

 
 
 

CHEBOYGAN AIRPORT AUTHORITY  
MANAGEMENT’S DISCUSSION AND ANALSIS  

 
 

Summary of Changes in Net Assets  (Continued)  
   2004 2003 
Non-Operating Revenue:  
 Federal Grants  $194,529  $           0 
 State Grants       8,073       0 
 Interest Income        62        129 
 Municipal Appropriations     50,000    58,795 
 
Total Non-Operating Revenue    252,664     58,924 
 
NET INCREASE IN NET ASSETS $147,891  $ 58,924 
 
 
 
Financial Statements  
 
Cheboygan Airport Authority’s financial statements are prepared on an accrual basis in 
accordance with generally accepted accounting principles promulgated by the 
Governmental Accounting Standards Board.  The Authority accounts for its activity in a 
single enterprise fund with revenues recognized when earned, not when received.  
Expenses are recognized when incurred, not when paid.  Capital assets are depreciated 
(except land and construction -in-progress) over their useful lives.  Construction -in-
progress projects are closed and transferred to their respective capital accounts upon 
completion.  
 
 
Contacting the Authority’s Financial Management  
 
This financial report is intended to provide a general overview of the Authority’s finances 
and to show the Authority’s accountability for the money it receives.  If you have any 
questions about this report or need additional information, we welcome you to contact the 
Cheboygan Airport Authority at 1520 Levering Road, Cheboygan, Michigan.  
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CHEBOYGAN AIRPORT AUTHORITY  
STATEMENT OF NET ASSETS 

 
 

ASSETS 
   December 31 December 31 
   2004 2003 
CURRENT ASSETS:  
 Cash and Cash Equivalents  $     4,350 $     11,261 
 Accounts Receivable       3,074       2,001 
 Inventory       27,841      11,367 
 Prepaid Insurance         3,982        4,291 
 
 TOTAL CURRENT ASSETS      39,247      28,920 
 
 
CAPITAL ASSETS  1,400,031    1,254,403  
 
TOTAL ASSETS $1,439,278  $1,283,323  
 
 

LIABILITIES AND NET ASSETS 
 

CURRENT LIABILITIES:  
 Accounts Payable  $     27,199 $      4,567 
 Payroll and Sales Tax Payable         1,672        1,503 
 Deferred Revenue        1,836       1,348 
 Accrued Interest            20          404 
 Note Payable – Current          6,730       16,740 
 
 TOTAL CURRENT LIABILITIES       37,457       24,562 
 
NOTE PAYABLE – LONG-TERM       59,224       64,055 
 
 TOTAL LIABILITIES        96,681       88,617 
 
 NET ASSETS   1,342,597    1,194,706  
 
TOTAL LIABILITIES AND NET ASSETS $1,439,278  $1,283,323  
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CHEBOYGAN AIRPORT AUTHORITY  
STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS 

 
 
   December 31  December 31 
   2004 2003 
OPERATING REVENUE:  
 Fuel and Oil Sales $     63,820 $     56,829 
 Lease and Contracts        11,687       14,646 
 Hangar Rent and Tie Down Fees       29,977       34,246 
 Miscellaneous            604           623 
 
 TOTAL OPERATING REVENUE       106,088       106,344  
 
COST OF FUEL AND OIL SALES      48,520       42,097 
 
         57,568       64,247 
 
OPERATING EXPENSES:  
 Advertising          240         361 
 Bad Debts           0        955 
 Credit Card Fees       1,467       1,511 
 FBO Agreement            0        4,000 
 Fuel & Oil       1,795          207 
 Depreciation        60,428       51,920 
 Insurance        13,983       13,695 
 Interest           619       1,477 
 Professional Fees       7,240       4,420 
 Licenses           291          451 
 Maintenance        14,447       37,536 
 Miscellaneo us          944       8,681 
 Salaries & Wages       44,893       41,399 
 Payroll Taxes       5,742       5,397 
 Subscriptions & Memberships          347        347 
 Office Supplies         880        422 
 Supplies         317        243 
 Telephone        1,962       1,985 
 Utilities         6,746        6,376 
 
 TOTAL OPERATING EXPENSES     162,341     181,383  
  
 OPERATING LOSS    (104,773)     (117,136)  
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CHEBOYGAN AIRPORT AUTHORITY  
STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS 

CONTINUED  
 
   December  31 December 31 
   2004 2003 
NON-OPERATING REVENUE:  
 Federal Grants  $    194,529    $            0 
 State Grants        8,073           0 
 Interest Income        62         129 
 Municipal Appropriations        50,000       58,795 
 
 TOTAL NON-OPERATING REVENUE      252,664        58,924 
 
 INCREASE (DECREASE) IN NET ASSETS     147,891      (58,212)  
 
NET ASSETS – BEGINNING    1,194,706    1,252,918  
 
NET ASSETS – ENDING $1,342,597  $1,194,706  
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CHEBOYGAN AIRPORT AUTHORITY  
STATEMENT OF CASH FLOWS 

 
 
      December 31 December 31 

2004 2003 
CASH FLOWS FROM OPERATING ACTIVITIES:  
 Increase (Decrease) in Net Assets  $ 147,891  $ (58,212)  
 Adjustments to Reconcile Decrease in Net Assets  
  to Net Cash Used in Operating Activities:  
   Depreciation     60,428    51,920 
   Changes in Operating Assets and Liabilities      
    Which (Used) Provided Cash: 
     Accounts Receivable        763    3,519 
     Inventory    (16,474)     22,784 
     Prepaid Expenses        309     1,565 
     Accounts Payable     22,632     1,696 
     Accrued Expense       (215)      (376) 
     Deferred Revenue     (1,348)      (169) 
 
 NET CASH FLOWS PROVIDED BY OPERATING  
  ACTIVITIES    213,986     22,727 
 
 
CASH FLOW FROM INVESTING ACTIVITIES:  
 Purchase of Capital Assets   (206,056 )   (65,000) 
 
 NET CASH USED BY INVESTING  ACTIVITIES   (206,056 )   (65,000) 
 
 
CASH FLOW FROM FINANCING ACTIVITIES:  
 Loan Proceeds New Debt        0    65,000 
 Repayment of Long-Term Debt   (14,841)   (20,502) 
 
 NET CASH (USED) PROVIDED BY FINANCING  
  ACTIVITIES    (14,841)    44,498 
 
 NET (DECREAS E) INCERASE IN CASH     (6,911)      2,225 
 
CASH BALANCE – BEGINNING     11,261     9,036 
 
CASH BALANCE – ENDING $   4,350 $ 11,261 
 



                                                                                                                                           10 

 
 

CHEBOYGAN AIRPORT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS  

DECEMBER 31, 2004 AND 2003 
 
 
NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
In June 1999, the GASB issued Statement No. 34, Basic Financial Statements and 
Management’s Discussion and Analysis – for State and Local Government.  In 
accordance with Statement No. 34, the Authority is considered to be a Special Purpose 
Government due to engaging in only one business type of activity.  To conform to the 
Statement, the Authority has included a Management’s Discussion and Analysis section.  
 
The financial statements of the Cheboygan Airport Authority (Authority) are prepared in 
accordance with Generally Accepted Accounting Principles (GAAP).  The Authority’s 
reporting entity applies all relevant Governmental Accounting Standards Board (GASB) 
pronouncements.  
 
 Reporting Entity 
 The Cheboygan Airport Authority (the Airport) was created by Public Act 206 as 
 amended by Public Act 153, in July 1997, under an agreement between and  
 through the transfer of various assets from the County of Cheboygan (the  
 County) and the City of Cheboygan and began operations effective November 24, 

1997. The Airport was formed for the purpose of promoting, improving,  
maintaining and operating the land, navigational and building facilities at  
the Cheboygan County Airport.  
 
The Airport receives significant appropriations from the County although it is 
not a component unit of the County.  
 
The following is a summary of the Airport’s significant accounting policies:  
 
 FUND ACCOUNTING  
 The accounts of the Airport are organized on the basis of a single 
 enterprise fund.  The operations of this fund are accounted for with 
 a set of self-balancing accounts that comprise its assets, liabilities,  
 fund equity, revenues and expenses.  Government resources are allocated  
 for in individual funds based upon the purposes for which they are to 
 be spent and the means by which spending activities are controlled.  An 
 enterprise fund is used to account for those operations that are financed  
 and operated in a manner similar to private business or where the 
 Airport has decided that the determination of revenues earned, costs 
 incurred, or net income is necessary for management accountability.  
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CHEBOYGAN AIRPORT AUTHORITY  
NOTES TO FINANCAIL STATEMENTS  

DECEMBER 31, 2004 AND 2003 
 
 
NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(Continued)  
 
  BASIS OF ACCOUNTING  
  Basis of accounting refers to when revenues and expenses are recognized  
  in the accounts and reported in the financial statements.  Basis of   
  accounting relates to the timing of the measurement made, regardless  
  of the measurement focus applied.  
 
  The Airport uses the accrual basis of accounting; accordingly, revenues  
  are recognized when they are earned, and expenses are recognized when 
  they are incurred.  
 
  The enterprise fund is accounted for on a cost of services or “economic  
  resources” measureme nt focus.  This means that all assets and all  
  liabilities (whether current or non-current) associated with its activity  
  are included on the statement of net assets.  Enterprise fund type  
  operating statements present increases (revenues) and decreas es 
  (expenses) in net total assets.  
 
  CASH AND CASH EQUIVALENTS  
  Cash and cash equivalents consist of demand deposits.  
 
  INVENTORY  
  Inventory consists of airplane fuel and is reported at the lower of cost 
  or market on a first-in, first-out basis.  
 
  PREPAID EXPENSES  
  Prepaid expenses consist of payments made to vendors for services that  
  will benefit future periods.  
 
  FIXED ASSETS 
  All purchased fixed assets are recorded at cost.  Donated fixed assets, if  
  any, are valued at their estimated fair value on the date received.  Fixed  
  assets are being depreciated on a straight -line basis over estimated useful  
  lives, which range from five to forty years.  
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CHEBOYGAN AIRPORT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS  

DECEMBER 31, 2004 AND 2003 
 
 
NOTE B – CASH AND CASH EQUIVALENTS  
 
The caption on the accompanying statement of net assets related to cash and cash 
equivalents are as follows:  
 
   December 31 December 31 
   2004 2003 
 
 Checking  $  2,632 $  5,812 
 Savings       432     4,174 
 Cash on Hand      100    100 
 Reserve for Capital Assets      1,186     1,175 
 
   $  4,350 $ 11,261 
 
At December 31, 2004, and December 31, 2003, bank balances were fully insured 
(FDIC).    
 
 Statutory Authority  
 The Airport is authorized by Michigan law to invest surplus funds in the  
 following way: 
 

a. Bonds, security, other obligations and repurchase agreements of the United  
  States, or an agency or instrumentality of the United States.  
 

b. Certificates of deposit, savings accounts, deposit accounts, or depository 
receipts of a qualified financial institution.  

 
c. Commercial paper rated at the time of purchase within the two highest  

  classifications established by not less than two standard rating services  
  and maturing not more than 270 days after the date of purchase.  
 

d. Bankers’ acceptance of United States banks.  
 

e. Obligations of the State of Michigan and its political subdivisions  
  that, at the time of purchase, is rated as investment grade by at least 
  one standard rating service.  
 

f. Mutual funds, registered under the Investm ent Company Act of 1940, with 
  the Airport to purchase only investment vehicles that are legal for direct  
  investment by a public corporation.  
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CHEBOYGAN AIRPORT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS  

DECEMBER 31, 2004 AND 2003 
 
 
NOTE C – CAPITAL ASSETS 
 
The Airport’s fixed assets consist of the following as of 
 
December 31, 2004: 
  
   Net   
   Accumulated  Book  Useful  
  Cost     Depreciation  Value Life   
 
Land  $     44,086 $            0 $     44,086 - 
Runways   1,245,349   300,920     944,429  25-40 years 
Machinery & Equipment       28,222   17,522      10,700 10 years 
Office Equipment        5,822       3,573       2,249 5-10 years 
Vehicles     210,277       64,382    145,895  7-10 years 
Buildings     311,454     178,075     133,379  10-40 years 
Fuel Systems     149,025      29,732     119,293  25 years 
 
  $1,994,235  $594,204  $1,400,031  
 
 
December 31, 2003: 
 
Land  $     44,086 $           0 $      4,086 - 
Runways   1,177,210   267,897     909,313  25-40 years 
Machinery & Equipment        28,634   14,699       13,935 10 years 
Office Equipment          4,799    2,919       1,880 5-10 years 
Vehicles      72,970   55,825     17,145 7-10 years 
Buildings     311,454   168,663     142,791  10-40 years 
Fuel Systems       149,025      23,770     125,255  25 years 
  
  $1,788,178  $533,773  $1,254,405  
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CHEBOYGAN AIRPORT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS  

DECEMBER 31, 2004 AND 2003 
 
NOTE D – LONG-TERM DEBT 
 
The Airport’s long-term debt consist of the following:  
  December 31 December 31 

2004 2003 
 

 Loan Payable to the State of Michigan in annual  
 installments of $10,046, including interest charged  
 at 5.70%. $          0 $    9,533 
 
 Loan payable to Citizens National Bank 
 of Cheboygan for the purchase of a fuel 
 truck.  The loan requires 60 monthly  
 installments of $377, including interest 
 charged at 4.90%.    5,818    9,502 
 
 Loan payable to Arrow Energy, Inc. for a 
 fuel system.  Repayment of principal at the  
 rate of  .13 cents per gallon of fuel purchased.  
 Interest rate of 0% through maturity date, which 
 is July 31, 2013.  After maturity, the interest rate 
 shall be 5.0% on the outstanding balance.     60,136    61,760 
 
 TOTAL LONG-TERM DEBT $  65,954 $  80,795 
 
The amount of principal due within one year is $6,730.  
 
 
 
NOTE E – LEASES AND RELATED PARTY TRANSACTIONS  
 
The Airport leased office and parking space on a month-to-month basis to Straits Area 
Regional Ride through July 1, 2005, for a monthly lease amount of $800.00.  
 
The Airport leases land for farming to Inverness Dairy Farms and property to the 
Cheboygan Golf and Country Club. 
 
The Airport leases hangars to various individuals on a contract basis.  Rents are to be 
paid monthly.  
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CHEBOYGAN AIRPORT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS  

DECEMBER 31, 2004 AND 2003 
 

 
NOTE F – RISK MANAGEMENT  
 
The Airport is exposed to various risks of losses related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters 
for which it obtains coverage from commercial insurance companies.  The Airport has 
had no settled claims resulting from these risks that exceeded their commercial coverage 
in any of the past three fiscal years.  
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